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TO: Rep. Torn Brower, Chair
Rep. Romy M. Cachola, Vice Chair
Committee on Tourism

FROM: Kiersten Faulkner, Executive Director
Historic Hawaii Foundation

Committee: Monday, February 3, 2014
9:30 a.m.
Conference Room 312

RE: HB Z434, Relating to Transient Accommodations Tax

On behalf of Historic Hawa_ii Foundation (HHF), I am writing in support of HB2434, and also offer
amendments. The bill proposes to allocate the portion of the transient accommodations tax reserved for
the protection, preservation and enhancement of natural resources that are important to the visitor industry
to a special land and development fund rather than to the general fund.

Since 1974, Historic Hawai‘i Foundation has been a statewide leader for historic preservation. HHF’s 850
members and numerous additional supporters work to preserve Hawaii’s unique architectural and cultural
heritage and believe that historic preservation is an important element in the present and future quality of
life, economic viability and environmental sustainability of the state.

The natural, historic, and cultural resources of Hawai‘i are a great legacy and irreplaceable treasures. HHF
strongly supports measures that lead to investments in preserving and enhancing these resources, especially
historic places and that help keep Hawaii’s stories alive for present and future generations.

Many visitor destinations, both large and small, are signi cant for both natural and cultural/historic
characteristics. Signi cant sites with a dual intrinsic value include such places as Papahanaumokuakea,
Diamond Head, Haleakala, K6ke‘e, Hawai‘i Volcanoes, Keaiwa Heiau, Ulupo Heiau, Haleki‘i-Pihana Heiau
and Nu‘uanu Pali. Other heritage attractions are primarily signi cant for the history, culture, archeology or
architectural signi cance: Mauna Ala, ‘Iolani Palace, Russian Fort Elizabeth, Kukaniloko Birthstones,
Kohala Historical Sites, and many others.

HHF concurs with the proposal to use the special land fund for this purpose, and also recommends
that the TAT allocation and the disbursement be allowed not only for the protection and
enhancement of natural resources, but should also be explicitly allowed for the protection,
preservation and enhancement of cultural and historic resources as well [Section 5 (4)(A)]. Thank
you for the opportunity to comment.
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SUBJECT: TRANSIENT ACCOMMODATIONS, Disposition for special land and
development fund

BILL NUMBER: SB 2430; HB 2434 (Identical)

INTRODUCED BY: SB by Kahele, Chun Oakland, Galuteria, Keith-Agaran, Shimabukuro, Solomon and
2 Democrats; HB by Brower, Aquino, Awana, Cachola, Carroll, Evans, Hanohano,
Hashem, Ichiyama, Kobayashi, McKelvey, Mizuno, Morikawa, Nakashima, Ohno,
Takayama, Takumi and Yamashita

BRIEF SUMMARY: Amends HRS section 237D-6.5(b)(4) to specify that $3 million of transient
accommodations tax (TAT) revenues shall be allocated to the special land and development fund,
subject to the mutual agreement of the board of land and natural resources and the board of directors of
the Hawaii tourism authority in accordance with the Hawaii tourism authority strategic plan.

Makes conforming amendments to HRS sections 171-16, 171-156, 184-3.4 and 198D-2.

EFFECTIVE DATE: July 1, 2014

STAFF COMMENTS: The legislature by Act 161, SLH 2013, made permanent the TAT rate of 9.5% and
changed the allocations of TAT from a percentage basis to a specific dollar amount. Currently, TAT
revenues are allocated as follows: (1) $33 million is deposited into the convention center enterprise
special ind; (2) $82 million is deposited into the tourism special fund; (3) $93 million is transferred to
the various counties; and (4) any remaining revenues deposited into the general fund. While this
measure would delete the phrase “of the excess revenues deposited into the general fund pursuant to this
subsection” and provide that $3 million of TAT revenues shall be allocated to the special land and
development fund, it would appear that any excess revenues after all allocations of TAT revenues are
made will still be deposited into the general fund since HRS section 237D-6.5(b) states that TAT
revenues shall be distributed as follows with excess revenues to be deposited into the general fund.

The proposed measure would add another siphon of TAT revenues, and would perpetuate the
earmarking of TAT revenues for activities other than tourism. While proponents of earmarking of the
TAT argue that if these projects or programs are not funded, none of the pristine beauty that visitors
come to see will be preserved, one could make the argument on the other side. If there are insufficient
funds to promote the industry, then visitor counts will drop and so will the income that fuels the state’s
economy. Lawmakers seem to have lost sight of the fact that visitors also contribute to state coffers
directly through the 4% on everything they purchase in Hawaii including hotel rooms, visitor activities
and purchases of food and souvenirs. To that extent, a good part of the general fund tax collections is
contributed by visitors. If the argument is that visitors should pay for other “visitor related” programs,
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SB 2430; HB 2434 - Continued

then paying for those programs out of general funds would be more appropriate than stealing the money
from what is identi ed as a tax paid speci cally by the visitor.

Rather than the continual eannarking of TAT revenues, a direct appropriation of general funds would be
preferable. Eannarking the TAT revenues for these programs that not only bene t the visitors but the
community at large, is an abdication on the part of the legislature to set priorities among general fund
resources and is an indication that the legislature truly does not believe this is an important enough issue
to set aside state appropriations to address the issue.

Finally, it should be remembered that revenues earmarked into a special fund, in this case the special
land and development fund, will not be counted against the state’s debt limit and will not re ect the
state’s true nancial condition.

Digested 1/24/14
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